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Fund Report at ECOSOC 


At the 19th Session of the Economic and Social Council 
in New York on April 6, 1955, Mr. Ivar Rooth, Managing 
Director of the International Monetary Fund, reported 
on the work of the Fund during the past year. 


Recalling his recent visit to Fund member countries in 
the East, Mr. Rooth stated that he had had an oppor- 
tunity in India, Pakistan, and Ceylon to acquaint himself 
with the variety of financial problems of that region. The 
economies of these countries are intimately connected, 
through their international payments, with the vicissi- 
tudes of the industrial economies. The price of tea, the 
demand for burlap, to mention only two examples, are 
matters of great interest both to the East and the West. 
There are, further, the financial problems posed by de- 
velopment, including the need for more foreign capital. 
And there are the problems of government finance. The 
three countries he had visited are part of the sterling 
area, and transact the bulk of their payments through 
sterling, which provides a strong link with the world 
currency situation. There was great interest in these 
countries in the steps in the direction of currency con- 
vertibility which are also of so much interest to the Fund. 


It was natural, Mr. Rooth said, that we should ask our- 
selves today whether, since the Fund’s last Annual Report, 
the world had made any further progress toward the 
establishment of an effective world system of multilateral 
trade and currency convertibility. “There was some dis- 
appointment at the time of our Annual Meeting last 
September on the part of those that had expected dramatic 
official statements announcing the acceptance of con- 
vertibility. Our Annual Report had shown substantial 
improvements during the preceding year in the balance 
of payments position in many parts of the world, and a 
much greater freedom from inflationary pressures than 
in earlier years. In certain countries there were still diff- 
culties. But, generally, the improvement in reserve posi- 
tions had made possible important steps in the direction 
of greater freedom in international transactions. A sig- 
nificant reduction of restrictions and discriminations had 
taken place; and there was a widespread interest in mov- 
ing more rapidly toward currency convertibility. The 
recorded improvements were all the more gratifying 
because they had withstood a decline in economic activity 
in the United States. The ability, demonstrated by many 
countries, to adjust themselves without great difficulty to 
moderate fluctuations in U.S. activity, was welcome evi- 


dence of the growing intrinsic strength of their own 
economies. 

“While these developments were taking place, while 
the economic positions of most of the countries of the 
world were growing stronger, cautious progress was 
being made toward a freer system of international pay- 
ments. Naturally, most countries felt that clear evidence 
of solid strength in their balance of payments was neces- 
sary. if progress toward convertibility was to continue. 
Prudence led them to test each step carefully before com- 
mitting themselves to an irrevocable decision. 


“It is satisfactory to be able to report today that the 
progress noted last September has, in general, continued 
during the last six months. Its pace has not been uni- 
form, but the momentum has not been lost.” 


Mr. Rooth then referred to the decision taken recently 
by the authorities in the United Kingdom to intervene, 
when necessary, in the market for transferable sterling. 
“This measure,” he said, “has led to a narrowing of the 
gap between official and unofficial sterling rates. As a 
result, the world structure of exchange rates has been 
improved, and the incentive for the practice of “commod- 
ity shunting’ has been practically eliminated. 


“Some of the benefits to be expected from greater 
freedom in international payments have already been 
realized. Countries that have reduced the extent of re- 
striction and discrimination in their imports have taken 
advantage of their widened choice of import sources. 
Consumers have benefited from a wider range of available 
goods. The payments position of these countries has, on 
the whole, been strong enough to absorb, without diffi- 
culty, the increase in imports, especially from the dollar 
area, which this liberalization of trade and payments 
entailed. There are still countries where the reserve posi- 
tions are not yet sufficiently strong to enable them to meet, 
with ease, the short-term fluctuations in payments which 
are inevitable even in a prosperous world. For many 
countries, however, the payments prospects are more as- 
sured than they were even a year ago. 

“The contraction in 1953-54 of business activity in the 
United States and the decline in the U.S. demand for im- 
ports were comparatively mild and brief, though the con- 
traction lasted somewhat longer than the recession of 
1948-49. It has caused remarkably little disturbance to 
the balance of payments of the rest of the world, taken as 
a whole. It has only slowed down the growth of gold and 
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dollar reserves outside the United States, from $2.5 bil- 
lion in 1953 to about $2 billion in 1954. U.S. aid was 
practically the same in 1953 and 1954. The strength of 
the balance of payments, which has been maintained in 
the face of some decline in U.S. import demand, was, in 
part, due to a revival in private U.S. foreign lending from 
its very low level in 1952-53. Canada and the Interna- 
tional Bank were the most important borrowers, but there 
were also new long-term U.S. loans to Belgium, the Neth- 
erlands, and Australia. The maintenance of the prices of 
primary products also played a role. And a very impor- 
tant factor was the fundamental improvement which has 
occurred in the competitive position of European indus- 
trial countries as compared with the United States. 


“The effects of the recession were not mild for all the 
trading partners of the United States. In general, how- 
ever, contrary to what had been feared, the strengthened 
payments position outside the dollar area was sufficient 
to offset the disturbance of a recession in the United 
States. 


“Progress was perhaps most marked in several of the 
European countries. For example, in Western Germany 
and the Netherlands, substantial increases in exports have 
accompanied a further advance in domestic production 
and productivity, so that foreign exchange reserves have 
continued to rise, in spite of a substantial growth of im- 
ports. There was a rapid expansion of domestic output 
in France without disturbing the stability of prices; it 
was accompanied by a notable improvement in the French 
balance of payments. French foreign exchange reserves 
have increased considerably—in part due to continuing 
U.S. aid—and some progress has been made with the re- 
liberalization of French imports. 


“Following the reduction of restrictions on imports 
from Japan, which began early in 1954, Japanese exports 
to the sterling area in 1954 were 60 per cent greater than 
they had been in 1953. This, together with internal 
measures taken to discourage Japanese ‘imports and to 
promote exports, resulted in a halving of the Japanese 
trade deficit. However, the balance of payments of Japan 
is still very dependent on procurement by U.S. Govern- 
ment agencies. The positions of India and Pakistan im- 
proved sufficiently to permit some relaxation of import 
restrictions. In Pakistan this relaxation also applied to 
dollar imports. Another example of the improvement is 
Ceylon, where increased demand and higher tea prices 
replaced the 1953 deficit by a surplus. 


“The fall in raw wool prices, combined with sharp 
increases in imports that followed the widening of import 
liberalization in Australia and New Zealand, brought 
substantial foreign exchange losses to these countries. 
Australia has found it necessary in 1955 to intensify 
greatly its import controls. There have been other ex- 
amples of balance of* payments difficulties produced, at 
least in part, by serious disturbances in the export mar- 


kets of major commodities. For instance, coffee exporters 
in Latin America and elsewhere have been unfavorably 
affected by reduced buying and by the fall in coffee 
prices. Exporters of sugar have also had difficulties. On 
the other hand, the position of exporters of some of the 
nonferrous metals, of rubber, and, until recently, of tea 
and cocoa, improved. The continued expansion of West 
European production, and the recovery in the United 
States from the recession of 1953-54, point to a strong 
demand for raw materials in world markets, from which 
the countries exporting these commodities may benefit. 


“It is natural that countries that export raw materials 
and foodstuffs in competition with the United States 
should view with concern the possible effects of the dis- 
posal abroad of U.S. agricultural surpluses which got 
under way in 1954. The U.S. authorities have announced 
their intention to administer the surplus disposal program 
with due regard for the maintenance of orderly markets. 
International machinery, under the auspices of the Food 
and Agriculture Organization, has been created, which 
provides for consultation regarding the expected impact of 
disposal activities. The decline, in the current season, of 
the world wheat crop should ease the wheat surplus 
situation. 


“There are still many countries where inflationary 
forces are not yet fully under control, or where there is 
not yet assurance that they will not revive. Where the 
pressure of monetary demand is excessive, the solution 
obviously lies in the restoration of financial discipline 
through measures in the sphere of budgetary and bank- 
ing policy. They are willing to apply monetary instru- 
ments quickly, as the changing situation may require, 
either to relax or to strengthen monetary restraint. Ex- 
perience in the last few years has shown that the judicious 
use of these instruments need not entail the creation of 
serious unemployment problems. 


“The balance of payments position of underdeveloped 
countries will, for many years, be closely related to their 
development programs. The establishment of these pro- 
grams and the provision of foreign capital fall outside 
the scope of the direct activity of the Fund, but they are 
matters in which the Fund is vitally interested and to 
which it must pay careful attention. They are usually 
closely related to such problems within the Fund’s prov- 
ince as fiscal and monetary policy, balance of payments 
developments, and payments restrictions. The discussions 
which have taken place in ECOSOC and elsewhere on 
development problems are, therefore, of great interest to 
us. Their outcome will have a material bearing upon the 
position of many of our members, and therefore upon the 
problems which are likely to arise in our relations with 
them. 


“The coordination of national commercial policies is 
very important in the development of expanding world 
trade. After the review of the General Agreement on 
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Tariffs and Trade (GATT), a new agreement was re- 
cently signed in Geneva. If adopted, this agreement holds 
promise of further progress toward economic order in 
international relations. The working relations between 
the new Organization for Trade Cooperation and the 
Fund will, under the new agreement, be even closer than 
those between the Fund and the GATT are at present.” 
Mr. Rooth said that he attached great importance to the 
establishment of this new organization. In the planning 
stages of the Fund, it was always considered that the 
Fund’s effort should be complemented by that of an 
institution working in the field of tariffs and quota re- 
strictions. With conditions favoring a relaxation of trade 
and foreign exchange controls, it becomes especially im- 
portant to maintain a harmonious approach toward. the 
twin objectives. An Organization for Trade Cooperation, 
supported by an effective international trade agreement, 
is needed in order to make its own contribution toward 
currency stability. We should look forward, therefore, to 


The International Bank for Reconstruction and Devel- 
opment on April 6 made a loan of $18 million to Peru. 
The funds will help to finance a project to irrigate 125,000 
acres of new land near Piura, the capital of a large and 
growing agricultural and industrial region, about 600 
miles north of Lima. The Manufacturers Trust Com- 
pany and The New York Trust Company are participat- 
ing in the loan without the World Bank’s guarantee to 
the extent of $496,000. This represents the first two 
maturities falling due in September 1959 and March 1960. 

The irrigation project is being carried out in two 
stages. The first stage was undertaken by the Peruvian 
Government and was completed in December 1953. The 
Bank’s loan will help to finance the second stage. The 
total cost of the project is expected to be equivalent to 
$28.5 million. The Bank’s loan will cover the cost of 
imported services, equipment, materials, and supplies. 
The Government will provide the domestic currency 
needed to meet the local costs of the project. Work is 
scheduled to start in 1955, and the whole project should 
be complete in 1958. 

The Government is acquiring the land to be irrigated, 
and plans to sell it at reasonable prices in lots ranging in 






Europe 


Sterling Area Reserves 


The sterling area’s gold and dollar reserves declined by 
$14 million in March, to $2,667 million. This compares 
with a drop of $82 million in February. U.S. defense aid 
in March totaled $21 million, and $3 million was received 






IBRD Loan to Peru 
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a happy and, for the Fund’s members, a beneficial rela- 
tionship with the Organization for Trade Cooperation. 

“If we take a broad view of the world situation,” Mr. 
Rooth concluded, “it is reasonable, barring a war, to 
expect the continuance of the movement toward converti- 
bility of the major currencies. 

“Demands for the Fund’s resources have in recent 
months been very light. This is an indication of the 
widespread easing of balance of payments pressures. 
Improvements in their reserve positions have made it 
possible for a considerable number of our members to 
repurchase their currencies from the Fund. The Fund is 
therefore in a more liquid position today than it has been 
for some time. It is difficult to estimate what funds would 
be needed to ensure effective protection against any ab- 
normal pressure on reserves that might follow the fur- 
ther extension of convertibility. It is important, how- 
ever, that all our members should realize that the Fund’s 
procedures have now been developed to the point where 
they can be confident that reasonable support will be 
forthcoming from the Fund.” 


size from 35 to 250 acres. It will extend long-term loans 
for the purchase of the land. The Government will also 
make agreements with the Banco de Fomento Agro- 
pecuario to ensure that adequate credit is available to 
purchasers for the clearing and preparation of the land 
and with the Servicio Cooperativo Interamericano de 
Produccién de Alimentos (SCIPA) to see that its machin- 
ery pools are available to those farmers who do net own 
their own equipment. Thus two agencies which benefited 
from three of the Bank’s previous loans will be collaborat- 
ing in this project. The Banco de Fomento Agropecuario 
has received a $5 million loan from the World Bank to 
widen the scope of its operations, and SCIPA has received 
two loans totaling $3 million to add new equipment to 
its agricultural machinery pools. 

The loan is for a term of 25 years and bears interest 
of 434 per cent per annum including the statutory 1 per 
cent commission charged by the Bank. Amortization will 
begin on September 15, 1959. 


Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D. C., 
April 6, 1955. 


from EPU in settlement of February transactions. Of the 
$38 million residual deficit, $8 million was paid to Canada 
as a further installment on the Canadian interest-free 
loan, and $2 million was paid to EPU bilateral creditors. 
The trading deficit was, therefore, $28 million, whereas 
in February it had been $99 million. The U.K. Treasury 
reportedly regards this as a satisfactory improvement, and 
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attributes it largely to the measures taken by the Chan- 
cellor of the Exchequer on February 24. 

In March the sterling area’s surplus in EPU rose to £9 
million ($25.2 million), half of which will be received 
in gold during April. 

Sterling exchange rates were steady during the week 
ending April 5, the official spot rate being quoted in New 
York on that date at $2.7956. Transferable sterling, 
which had risen to $2.7688 on March 30, was quoted on 
April 5 at $2.7669. 


Sources: The Journal of Commerce, March 31 and 
April 5 and 6, 1955, and The Wall Street Jour- 
nal, April 5 and 6, 1955, New York, N. Y. 


U.K. Economic Survey 


The U.K. annual Economic Survey, published as a 
White Paper (Cmd. 9412) on March 29, provides statis- 
tical evidence of the record levels of output, consump- 
tion, and investment in 1954; it also shows the character 
of the disequilibrium which emerged toward the end of 
the year and which the action recently taken by the 
Chancellor of the Exchequer was intended to remedy. 

The balance of payments surplus of £148 million (ex- 
cluding defense aid) in the first half of 1954 was followed 
in the second half of the year by a deficit of £38 million. 
Defense aid totaled £24 million in the first half and £26 
million in the second. For the year as a whole the 
surplus (excluding aid) was £110 million, which was £5 
million less than in 1953; the year’s surplus (including 
aid) was £160 million, or £57 million less than in 1953. 
The U.K. surplus with the rest of the sterling area rose 
from £173 million in 1953 to £269 million in 1954, mostly 
in the second half of the year; its balance with the non- 
sterling world swung from a surplus of £44 million into 
a deficit of £109 million, the whole of this deterioration 
occurring in the second half. 

The deterioration in the payments position of the 
overseas sterling area was even more marked. In 1953 
there had been a surplus of £108 million; over a third 
of the change to a deficit of £153 million in 1954 was 
the counterpart of a larger U.K. sterling surplus. The 
overseas sterling area’s non-sterling surplus fell from £28 
million to £116 million. Accordingly the non-sterling 
surplus of the whole sterling area slumped from £325 
million in 1953 to £7 million in 1954. Moreover the trend 
was worsening in the latter part of the year, partly 
because of seasonal factors. 

The changes in the U.K. balance are partly explained 
by the effect on exports of the October dock strike; but it 
was also due to an- increase in both the volume and the 
prices of imports, movements which have continued into 
1955. Over the whole year, a 6! per cent rise in indus- 
trial production was accompanied by only a 2 per cent 
rise in imports. Late in the year, however, import volume 


rose steeply. partly because of some stocking in expecta- 
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tion of higher prices. Import prices in February 1955 
were 5 per cent higher than the 1954 average: this rise, 
if maintained, would add £150 million annually to the 
import bill. Export prices have been stable. A general 
influence on the whole sterling area position was the rise 
in non-sterling imports; another major factor was the 
fall in wool prices in the autumn of 1954, contrary to 
the general trend of commodity prices. 

For the domestic economy 1954 was a prosperous year. 
Gross domestic product rose by 4 per cent, about three 
quarters of the rise coming from industry. Of the in- 
crease of £765 million in real resources, £125 million was 
devoted to home investment and £240 million to exports. 
However the largest element was consumer expenditure 
(£390 million), which absorbed half the total increase; 
substantially higher expenditures were made on house- 
hold goods and motoring. Government expenditure fell 
slightly in real terms. There was some increase in stocks 
and work-in-progress associated with higher production. 
In comparison with 1953, the direction of fixed invest- 
ment at home shifted from residential to commercial and 
industrial building; there was some increase in expendi- 
tures on plant and machinery outside of the basic indus- 
tries, even though investment for defense and in oil 
refining was falling off. 

The increase of 6'% per cent in industrial production 
was the result of significant increases in both employment 
and output per man. The number in civil employment 
rose by 351,000—the largest increase since 1947. Em- 
ployment in industry. however, rose by only 2 per cent, 
so that output per man-year rose by about 4 per cent, to 
a level 19 per cent higher than in 1948. This increase 
matched roughly the increase in earnings in 1954, so that 
labor costs remained constant. Unit costs probably 
changed little. raw material prices being lower and fuel 
costs rising. 

The Survey points out that the relatively small rise 
in imports over the whole year was due mainly to a fall 
in stocks of imported commodities. This in turn reflects 
the slowing down of rearmament and rising home output 
of steel. Normally higher output and incomes at home 
will lead to a more or less corresponding rise in imports. 
There is. therefore, an inescapable need for a considerable 
increase in export earnings. The prospects for such an 
increase are moderately favorable. European production 
is still rising, and North American import demand is 
showing signs of picking up following the autumn re- 
covery in business. Higher earnings of primary produc- 
ing countries will mean larger markets for U.K. manufac- 
tures. This may offset higher U.K. import prices. More- 
over, firmness in sterling commodity prices will improve 
the balance of the sterling area as a whole. 

In 1955 fixed investment at home is likely to be sub- 
stantially higher: government expenditure, stocks and 


work-in-progress, and consumer expenditure are likely to 
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increase further. Production, seasonally corrected, is 
already 2-3 per cent above the 1954 average, and should 
rise appreciably above this. While employment is unlikely 
to rise much, ample fuel and materials are available; the 
building and engineering industries should be able to 
meet increased demand; and most industries making 
capital equipment are in a position to meet a rise in 
demand for industrial investment while at the same time 
providing more exports. 











The expansion of international trade has been greatly 
assisted by the lowering of restrictions by the United 
Kingdom, the Commonwealth countries, and Europe. This 
means growing competition from the United States and 
Canada, as well as from Germany and Japan, which must 
be met by increased efficiency and enterprise. The United 
Kingdom continues to work for freer international trade 
and payments. It aims to secure reasonable stability in 
tariff levels and a limit to quota restrictions. Success 
in promoting freer trade depends on the full cooperation 
of the United States; that the U.S. administration at- 
taches importance to this is reaffirmed in the President’s 
recent message to Congress on foreign economic policy. 
Sources: British Information Services, British Record, 

New York, N. Y., March 31, 1955; The Econo- 
mist, London, England, April 2, 1955. 



























































London Gold Market 


Movements in the price of gold during the first year 
of operations of the London Gold Market have been 
within a very narrow range. The price has fluctuated 
between 248s. 31d. per fine ounce, shortly after the re- 
opening of the market on March 22, 1954, and 251s. 11d. 
in February 1955. The dollar parity, which on the open- 
ing day of trading was $34.98 per ounce, subsequently 
moved up to $35.11. Later it went down to $35.0314, 
and has subsequently recovered a little. It is thought 
likely that the market will continue to exert a stabilizing 
effect on international gold prices. The freedom with 
which supplies of production gold now reach the free 
market will probably prevent the hoarding demand 
causing any great rise in prices expressed in dollars. If 
the dollar parity should rise to anything like $35.15 per 
ounce, foreign central banks can be expected to enter 
the market as sellers, just as recently they have been 
ready to enter as buyers whenever the parity has dipped 


toward $35. 
Source: The Times, London, England, March 21, 1955. 













































































































Price Control Measures in the Netherlands 






In order to reduce administrative complications and 
to prevent the total proceeds from the turnover tax in 
the Netherlands from falling, it was decided on January | 
(1) to eliminate the tax on sales to consumers, and (2) to 
increase the percentage levied on sales of industry to 
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trade. It was expected that, in general, the new system 
would not affect the prices paid by consumers. 

Prior to the introduction of the new turnover tax 
system. the Minister of Economic Affairs had urgently 
requested traders and manufacturers to avoid fixing retail 
prices at a level which would result in higher profit 
margins, and the trade organizations had promised the 
Government to cooperate for this purpose. Nevertheless, 
there has been an upward pressure on prices in some 
significant sectors of the economy. Accordingly, profit 
margins in retail trade have been regulated by a decree 
which, effective March 18, 1955, fixes them at a percent- 
age not larger than the average during the period Janu- 
ary 1-September 30, 1954, minus the turnover tax which, 
up to January 1, 1955, had been imposed on retail trade. 
Source: Ministry of Economic Affairs, Press Release, The 


Hague. Netherlands, March 4, 1955. 


Subsidies to Netherlands Emigrants 


Effective April 1, 1955, the transportation costs for any 
emigrant from the Netherlands will be no higher than the 
fare to the “nearest overseas emigration destination” 
available to Netherlands emigrants, which is defined as 
meaning Ontario, Canada. Under this new “equalization” 
plan, it is intended that differences in transportation costs 
will no longer be an influence in determining an emi- 
grant’s choice of the country to which he will migrate. 
Source: A.N.P.-Aneta News Bulletin, New York, N. Y., 

March 28, 1955. 


Prices and Wages in Denmark 


At a recent meeting of industrialists, the Governor 
of Denmark’s National Bank, Mr. Svend Nielsen, warned 
against use of the price index as an automatic wage 
regulator. This practice was defensible, he said, only if 
two conditions were met: (1) that the wage level at the 
beginning of an agreement period corresponded to a 
reasonable economic level, and (2) that the country’s 
economic development did not unexpectedly enter upon 
an adverse phase. Before concluding new wage agree- 
ments, the reasons for any change in prices that had 
occurred should be scrutinized carefully. Where an in- 
crease in prices was due to the higher cost of imports, it 
meant that Denmark had become poorer and that real 
wages should go down. In such a situation workers had 
no moral right to an increase in wages, nor could firms 
reasonably be expected to bear the increased costs. On 
the other hand, where a price rise was due to an increase 
in Danish export prices, workers had the right to expect 
an increase in real wages, and firms would normally 
be able to pay such an increase. In fixing wage rates, 


therefore. the ratio between import prices and export 

prices was a very important factor. Another factor which 

justified a rise in real wages was higher productivity, 
Among the causes which might produce unfavorable 
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trends in Denmark’s economic situation and have adverse 
balance of payments effects, the Governor mentioned poor 
harvests, an internal economic policy that was more op- 
timistic than that followed abroad, and a rise in foreign 
raw material prices or difficulties in marketing Danish 
exports. As Denmark now had no foreign exchange re- 
serves, the operation of these causes obliged the authori- 
ties to take remedial measures. Most observers were 
agreed that the situation must be redressed by reducing 
consumption and that the only short-term way of doing 
this was to increase the budget surplus. To the extent 
that this could not be done by cutting government ex- 
penditure, recourse must be had to increased taxation. 
But if consumption was to be effectively reduced by 
further taxation, it was essential that the increased taxes 
should not be compensated by raising monetary incomes; 
in other words, new consumer taxes must not be taken 
into account in computing the price index used as a basis 
for determining wages. 


Source: Bgrsen, Copenhagen, Denmark, March 18, 1955. 


Increased Swedish Foreign Exchange Allowance for Travel 


The Swedish foreign exchange office has made certain 
changes in the allocation of foreign exchange for travel 
abroad. For tourist travel to all countries except the 
Scandinavian countries, the United Kingdom, the rest of 
the sterling area, and the dollar area, the foreign exchange 
allowance is increased from SKr 1,500 (US$290), or in 
some cases SKr 500, to SKr 3,000 ($580) per person 
per calendar year. For tourist travel to the dollar area 
the amount is increased from SKr 500 ($97) to SKr 1,500 
($290). 

For business travel to all countries except the Scan- 
dinavian countries, the United Kingdom, and the rest 
of the sterling area, the foreign exchange allowance has 
been increased to a maximum of SKr 150 per person per 
day. with a maximum amount of SKr 3,000 per trip 
and SKr 6,000 per year. 

The allowances for travel to the Scandinavian countries 
and the sterling area have not been changed. For these 
countries an unlimited amount of travel exchange may 
be bought if the amount purchased is deemed reasonable 
in view of the purpose of the trip. 


Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, March 30, 1955. 


Middle East 
Governor of National Bank of Egypt 


Following the resignation of the Governor and the 
Chairman of the Board of Directors of the National 
Bank of Egypt, Mr. Ahmed Zaki Saad, the IMF Executive 
Director for Egypt, Ethiopia, Iran, Iraq, Jordan, Leba- 
non, Pakistan, Philippines, and Syria, has been appointed 
Governor of the National Bank of Egypt as of March 31. 
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Mr. Saad will maintain his position on the Board of 
Directors of the Fund. He will also be an ex officio mem- 
ber of the Board of Directors of the National Bank. 

The National Bank of Egypt was made the central 
bank for Egypt in 1951. Its Governor is appointed for a 
period of five years by decree issued after the submission 
by the Board of Directors to the Minister of Finance of 
the names of two Egyptian nationals. Mr. Saad has 
already served as Governor of the Bank from May 1951 to 
March 1952. 


Source: Al Ahram, Cairo, Egypt, March 31, 1955. 


Interest Rates in Egypt 


All banks which are members of the Egyptian Bankers’ 
Association have decided to reduce the interest rate 
allowed on deposits as of. March 1, 1955. The rate has 
been reduced to 1 per cent on deposits from which with- 
drawals require prior notice, and to 24 per cent on time 
deposits. Banks which are not members of the Associa- 
tion have also agreed to reduce their interest rates on 
deposits to 114% per cent and 3 per cent. The rates on 
deposits from which withdrawals require prior notice had 
previously ranged from 2 per cent to 214 per cent and 
on time deposits from 334 per cent to 4 per cent. The 
lower rates are designed partly to stimulate investment 
by channeling funds to the stock market and partly, 
thanks to the widening of the margin between the rates 
paid on deposits and that charged on bank advances, to 
enable banks to participate more effectively in financing 
modernization and development projects. There will, how- 
ever, also be some reduction of interest charged on bank 
advances. 


Source: Al Ahram, Cairo, Egypt, February 25, 1955. 


Far East 


India's Food Position 


India’s Minister for Food has stated that the Govern- 
ment had already started buying food grains direct from 
producers in specified markets at “floor prices.” He added 
that India’s over-all food prospects were satisfactory. The 
Government had given up the import of coarse grains, 
and had no intention of importing rice this year. They 
might, however, have to import certain quantities of 
wheat under commitments already made. This wheat, if 
imported, would be used to build up reserves. 

Source: Embassy of India, Jndiagram, Washington, D.C., 
April 1, 1955. 


Burma-China Trade Agreement 


The leader of the Burmese trade mission to Mainland 
China has announced the conclusion of an agreement 
whereby Burma will exchange 150,000 tons of Burmese 
rice for steel and other products, including textiles, from 


China. The rice, which is already being shipped direct 
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to Shanghai, is valued at US$16.8 million, the unit price 
being $112 (£40) per ton. Contracts have been signed for 
Chinese supplies valued at $5.3 million. The remaining 
$11.5 million will be utilized by the Government of Burma 
and private business firms to purchase other Chinese 
goods during the year. The first shipment of Chinese 
goods to Burma is expected in May. It was stated that 
the prices quoted by the Chinese authorities compared 
favorably with world market prices. 

Source: The Journal of Commerce, New York, N. Y., 


April 1, 1955. 


Korean Draft Budget 


The Ministry of Finance of the Republic of Korea has 
announced a draft budget for the fiscal year 1955-56, 
with expenditures estimated at 229 billion hwan-and 
revenue at 193 billion hwan. It is hoped that the budget 
deficit will be met by an increase in military aid dollars 
rather than by an inflationary increase in the money 
supply. The estimated revenue consists of 97 billion hwan 
in government revenue, including taxes and sales of 
National Bonds; 64 billion hwan in proceeds from sales 
of aid goods; and 32 billion hwan in indirect military 
aid. On the expenditure side, 82 billion hwan has been 
earmarked for government expenses, including an in- 
crease in the salaries of government officials. The defense 
budget, in addition to indirect military assistance, will 
draw 22 billion hwan from the economic reconstruction 
budget and a 15 billion hwan surplus in other government 
accounts. Under the economic reconstruction budget 40 
billion hwan is scheduled to be spent for capital invest- 
ment projects and 1.5 billion hwan to meet incidental 
costs. 

Source: The Korean Republic, Seoul, Korea, March 14, 
1955. 


Japan's Power Development Plan 


The Japanese Government has drafted a five-year power 
development plan with a view to mitigating the present 
shortage of power. Japanese power potential is 22 mil- 
lion kilowatts, of which only one third has been har- 
nessed. Most of the power stations constructed in the 
past have been of the runoff river type, which are cheaper 
but are not useful in dry spells. In the new plan the 
emphasis will be on the reservoir type of station. The 
total plan is expected to cost $2.1 billion. 

Source: The Journal of Commerce, New York, N. Y., 
March 30, 1955. 


United States 


Export-Import Bank Credits 


The Export-Import Bank of Washington has announced 
the authorization of eight exporter credit lines to assist 
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U.S. manufacturers in financing sales abroad of produc- 
tive capital equipment. Totaling $16,035,000, the credit 
lines will facilitate exports of construction, agricultural, 
industrial, and railroad equipment. The largest, for $10 
million, has been extended to the International Harvester 
Export Company; Fairbanks Morse & Co. received a 
credit line of $2.1 million and the Baldwin-Lima- 
Hamilton Corporation one of $1.6 million. 

Under these lines of credit, the exporter is required to 
obtain payment in cash of not less than 20 per cent of the 
invoice value of each export sale and to participate by 
carrying not less than 25 per cent of the deferred pay- 
ments. The Export-Import Bank will guarantee against 
default up to 75 per cent of the deferred payments. In- 
terest rates on obligations purchased or guaranteed by the 
Bank are to be not less than 5 per cent payable semi- 
annually. Loans pursuant to the establishment of credit 
lines are made for three- to five-year periods (see this 
News Survey, Vol. VII, p. 130). 


Source: The Export-Import Bank of Washington, Press 
Release, Washington, D. C., April 5, 1955. 


Disposal of U.S. Surplus Agricultural Commodities 


The U.S. Secretary of Agriculture has stated that the 
program for disposal of surplus farm products under the 
Agriculture Trade Development and Assistance Act is to 
be accelerated. The Act authorized the sale of $700 
million worth of surplus farm commodities for foreign 
currencies over the three fiscal years ending June 30, 
1957. A ceiling of $450 million had been set for the year 
ending June 30, 1955, but the Department now plans to 
proceed with negotiations up to the $700 million limit. 
Agreements have been completed for disposal of stocks 
valued at $145 million, mostly wheat and cotton, and 
negotiations for disposal of an additional $350 million 
worth of commodities are currently being conducted. 
Source: The Journal of Commerce, New York, N. Y., 

March 30, 1955. 


U.S. Manufacturers’ Sales, Inventories, and Orders 


On a seasonally adjusted basis, manufacturers’ in- 
ventories in the United States totaled $43.7 billion in Feb- 
ruary. These inventories have been stable since Septem- 
ber 1954, despite an increase of almost 7 per cent in 
industrial output. The rise in production has been ab- 
sorbed by an increase in sales which rose by $300 million 
in February, to $25.2 billion, about 7 per cent above last 
September. New orders also rose in February to $25.7 
billion; in January new orders had been $24.8 billion 
and in September 1954 $24.5 billion. Since new orders 
rose faster than shipments (sales), unfilled orders rose 
from $47.9 billion in January to $48.7 billion in Febru- 
ary, their highest level since June 1954. 

Source: The Wall Street Journal, New York, N. Y., 
March 31, 1955. 





Latin America 


Economic Developments in Venezuela 


Business activity in Venezuela reached a new high in 
1954, with exports increasing by 19 per cent and imports 
by 10 per cent. Petroleum production averaged 1.9 mil- 
lion barrels a day, 7 per cent more than in 1953, and 
since November 1954 has exceeded 2 million barrels a 
ore exports to the United States, which 
had amounted to 1,950,000 long tons in 1953, increased 
to 5,210,000 long tons in 1954, and are expected to 
expand further in 1955. 


day. Iron 


Source: The Chase National Bank. Latin-American Busi- 


ness Highlights, New York. N. Y., March 1955. 


Colombia's Exchange Measures 


After Colombia’s purchase of U.S. dollars from the 
International Monetary Fund in December 1954 (see 
this News Survey, Vol. VII, p. 205), the backlog of pay- 
ments for imports was considerably reduced; but when 
coffee prices again declined in January and February, 
the Government further tightened its controls. New regu- 
lations announced in February divided imports into six 
groups and raised the import tax on the less essential 
groups. The tax on the least essential items was increased 
to 100 per cent, and a great many luxury imports were 
prohibited. 


The exchange rate paid for coffee export earnings was 
also raised to Ps$2.50 = US$1 in February. The regular 
monthly depreciation of .00825 pesos per U.S. dollar. 
which it had been decided to make in October 1951, had 
been continued until January 1954, and since that date 
the rate had been fixed at 2.3845 pesos. The Coffee 
Federation also established a minimum price for pur- 
chases from growers equivalent to about 57 cents. If 
the Federation has to export coffee at a lower price, pro- 
ceeds from the stamp tax levied on less essential imports 
will be used to make up the difference. 


Source: The Chase National Bank, Latin-American Busi- 
ness Highlights, New York, N. Y., March 1955. 


Uruguayan Exchange Arrangement for Rice Exports 


On February 11, 1955 the Uruguayan Government op- 
ened an additional export quota of up to 4,500 tons for 
hulled rice of the 1954 harvest. Exchange proceeds from 
these exports will be negotiated at the preferential rate of 
2.35 pesos per dollar plus a bonus of 0.75 pesos per 
dollar, i.e., at an effective exchange rate of Ur$3.10 = 
US$1, or the equivalent in other currencies. The bonus 
will be financed from profits to be obtained from the 
sale of the exchange produced by these exports. 

Some 12.000 tons of hulled rice of the 1954 harvest, 
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exported under the previous quota, were negotiated at 
the preferential rate of 2.35 pesos per dollar, plus a 
specific subsidy of 5.25 pesos per 100 kilos. This subsidy 
was financed by the proceeds from an exchange surcharge 
of 0.90 pesos per dollar on the ordinary 2.45 peso rate, 
which had been established for an automobile import 
quota of US$4 million (see this News Survey, Vol. VII, 
p. 96). 


Source: El Dia, Montevideo, Uruguay, February 12. 
1955. 


Other Countries 


Australian Wool Sales 


The price stability noted at Australian wool auction 
sales in February was maintained in March, with demand 
coming from all sections of the market. Sales during the 
eight months ending February 28 amounted to 2,556,000 
bales, with 816,000 bales in the stores awaiting sale. The 
corresponding figures for the eight months ending Febru- 
ary 1954 were 2,657,000 bales and 603,000, respectively. 
The average price per pound for greasy wool over the 
eight-month period fell from 83.99 pence to 72.54 pence, 
and the average price for scoured wool from 115.57 pence 
to 102.27 pence. 


Source: The National Bank of Australasia, Limited, Wool 
Letter, Melbourne, Australia, March 25, 1955. 


Monetary and Banking Inquiry in New Zealand 


A Royal Commission has been appointed to inquire 
into any monetary. banking, and credit proposals that 
might be suggested as suitable for application in New 
Zealand, and to report on the advisability of any changes 
in the present system. The Commission has been ap- 
pointed “with a view to fostering a greater degree of 
stability in prices, maintaining full employment of labor. 
ensuring the healthy development of natural resources. 
and promoting generally the economic and financial wel- 
fare of the people of New Zealand.” 


Source: The Times, London, England, March 17, 1955. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 


The Secretary 


INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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